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the amount of the gain to which sec-
tion 617(d)(1) applies).

(3) Section 617(d)(2) and subpara-
graphs (1) and (2) of this paragraph
shall not apply to any expenditure to
the extent that such expenditure re-
lates neither to the portion (or interest
therein) disposed of nor to any mine, in
the property held by the taxpayer be-
fore the disposition, which has reached
the producing stage. In any case where
a taxpayer disposes of a mining prop-
erty (or interest therein) and treats ad-
justed exploration expenditures with
respect to the mining property as if
they relate neither to the portion (or
interest therein) disposed of nor to any
mine, in the property held by the tax-
payer before the disposition, which has
reached the producing stage, the tax-
payer shall attach to its return for the
taxable year in which the disposition
occurred, a statement which includes:

(i) A description of the portion (or in-
terest therein) disposed of;

(ii) A description of the mineral prop-
erty which included the portion (or in-
terest therein) disposed of;

(iii) An itemization of all expendi-
tures deducted under sections 617 and
615 with respect to such mineral prop-
erty; and

(iv) A description of the location of
all producing mines on such mineral
property.

(c) Exceptions. (1)(i) Section 617(d)(3)
provides, through incorporation by ref-
erence of the provisions of section
1245(b)(1), that no gain shall be recog-
nized under section 617(d) upon a dis-
position by gift of mining property.
For purposes of this subparagraph, the
term gift means, except to the extent
that subdivision (ii) of this subpara-
graph applies, a transfer of mining
property which, in the hands of the
transferee, has a basis determined
under the provisions of section 1015 (a)
or (d) (relating to basis of property ac-
quired by gift). For reduction in
amount of the charitable contribution
in case of a gift of section 617 property,
see section 170(e) and paragraph (c)(3)
of § 1.170–1.

(ii) Where a disposition of mining
property is in part a sale or exchange
and in part a gift, the gain to which
section 617(d) applies is the lower of the
adjusted exploration expenditures with

respect to such property or the excess
of the amount realized upon the dis-
position of the property over the ad-
justed basis of such property.

(2) Section 617(d)(3) provides, through
incorporation by reference of the provi-
sions of section 1245(b)(2), that, except
as provided in section 691 (relating to
income in respect to a decedent), no
gain shall be recognized under section
617(d) upon a transfer at death. For
purposes of this paragraph, the term
transfer at death means a transfer of
mining property which property, in the
hands of the transferee, has a basis de-
termined under the provisions of sec-
tion 1014(a) (relating to basis of prop-
erty acquired from a decedent) because
of the death of the transferor.

(3)(i) Section 617(d) provides, through
incorporation by reference of the provi-
sions of section 1245(b)(3), that upon a
transfer of property described in sub-
division (ii) of this subparagraph, the
amount of gain taken into account by
the transferor under section 617(d)
shall not exceed the amount of gain
recognized to the transferor on the
transfer (determined without regard to
section 617). For purposes of this sub-
division, in case of a transfer of mining
property and nonmining property in
one transaction, the amount realized
from the disposition of the mining
property shall be deemed to be equal to
the amount which bears the same ratio
to the total amount realized as the fair
market value of the mining property
bears to the aggregate fair market
value of all of the property transferred.
The preceding sentence shall be applied
solely for purposes of computing the
portion of the total gain (determined
without regard to section 617) which
shall be recognized as ordinary income
under section 617(d). Section 617(d)(3)
does not apply to a disposition of min-
ing property to an organization (other
than a cooperative described in section
521) which is exempt from the tax im-
posed by chapter 1 of the Code.

(ii) The transfers referred to in sub-
division (i) of this subparagraph are
transfers of mining property in which
the basis of the mining property in the
hands of the transferee is determined
by reference to its basis in the hands of
the transferor by reason of the applica-
tion of any of the following provisions:
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